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Constructing an Internationalisation Readiness Index 
Abstract 
In this study we incorporate a pre-internationalisation phase into the traditional Uppsala model of 
firm internationalisation to address the question: Where does the process begin? We identify 
through the literature four concepts fundamental to the ability of a firm to begin 
internationalisation of its operations: stimuli, attitudinal/psychological commitment, resources 
and lateral rigidity. Through a survey of 274 Australian exporting and non-exporting firms we 
collect data relating to the four pre-internationalisation concepts. An internationalisation 
readiness index is constructed and applied to some representative cases to establish its validity as 
a diagnostic tool.  
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1. Introduction 
The study of firm internationalisation, although well underway thirty years ago, is increasingly 
relevant in today’s global context. Firms are increasingly influenced into pursuing foreign 
markets in order to capitalise on the incentives presented by falling trade barriers, product 
standardisation, technological advances, and the growth of global networks. As international 
businesses gain prominence, understanding the nature and development of international firms has 
become a source of increasing interest among researchers. Since the 1970s, researchers in this 
field have sought to explain the nature of a firm’s internationalisation, including the process 
(Johanson & Vahlne, 1977; Johanson & Wiedersheim-Paul, 1975; Bilkey & Tesar, 1977; 
Cavusgil, 1980); foreign market entry methods (Buckley & Casson, 1976); and, the impact of 
firm-based or environmental-based factors on a firm’s internationalisation (Buckley & Casson, 
1985; Hymer 1976; Andersen & Kheam, 1998). However, research to date on firm 
internationalisation has not sufficiently addressed the development and activities of firms prior to 
their commencement of international operations (Luostarinen & Welch, 1990; Lamb & Liesch, 
2002). Although research has highlighted the sequential nature of the internationalisation process, 
the foundations laid during the pre-internationalisation phase that underpin a firm’s subsequent 
international commitment have not been adequately examined.  
 The sequential nature of the internationalisation process has most frequently been 
explained by stages theories such as the Uppsala Model (Johanson & Vahlne, 1977) and the 
Innovation Model (Bilkey & Tesar, 1977). These theories describe the internationalisation of 
firms as a gradual learning process of increasing international involvement, but have been 
criticised for being either too simplistic or overly deterministic (Reid, 1983; Turnbull, 1987). 
These theories do not explicitly address how the sequential process of internationalisation 
originates. Thus, an extension of the stages theories to include a pre-internationalisation phase 
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promises benefits in contributing towards a more complete understanding of the 
internationalisation process of firms. An early research attempt at analysing firms’ pre-
internationalisation behaviour was proposed through a conceptual pre-export model in the mid-
1970s (Wiedersheim-Paul, Welch & Olson, 1975). Although this model was later adopted by 
Caughey and Chetty (1994) in a case study on New Zealand firms, there has been little scholarly 
research that has expanded on the theme identified in this early literature.  
This research gap is noted in Tan, Brewer and Liesch (2007) where they proposed a pre-
internationalisation phase model to complement the Uppsala theoretical framework, and they 
introduced the concept of internationalisation readiness as a point of assessment that links a 
firm’s pre-internationalisation phase with its initial international commitment. A crucial success 
factor for a potential exporter is determined by its readiness to commit to engage in an 
international operation. In view of this, the concept of internationalisation readiness needs to be 
better understood because an ability to determine a firm’s level of readiness could mean either a 
success or failure for the firm’s subsequent international venture.  
This paper focuses on the internationalisation process of SMEs through a pre-
internationalisation perspective. It has a twofold purpose: firstly, to present an overview of the 
pre-internationalisation phase model with an emphasis on defining the concept of 
internationalisation readiness; and secondly, to describe and report the construction of an 
Internationalisation Readiness Index (IRI) using a sample of Australian SMEs, including an 
examination of its potential as an analytical tool for evaluating a firm’s readiness to initiate an 
international commitment through exporting.  
The paper begins with a review of the literature on the internationalisation process of the 
firm and it identifies internationalisation readiness as a potentially important concept. The major 
factors constituting internationalisation readiness are discussed. The study then describes a 
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survey undertaken with Australian firms, eliciting data hypothesised to be important to their 
internationalisation readiness. Factor analysis is used to distil the significant items conjectured to 
comprise readiness and an index based on those items, duly weighted, is constructed. This index 
is tested against a small number of surveyed firms to illustrate its usefulness. Finally some 
limitations and directions for future research are canvassed. 
 
2.  Theoretical Underpinnings of Internationalisation Readiness 
 
Internationalisation readiness recognises a firm’s potential transition from a purely domestic firm 
into an international firm. Liesch and Knight (1999: 386) state that “readiness for involvement in 
international markets can be interpreted as being a function of its state of informedness on target 
foreign market(s) and the means for entering them.” In this study, we define internationalisation 
readiness as a firm’s preparedness and propensity to commence export activities overseas. This  
is an extension of the Uppsala Model theoretical framework and establishes the pre-
internationalisation phase as a learning stage experienced by all firms’ prior to achieving 
internationalisation readiness. The learning process in the pre-internationalisation phase includes 
access to sources of internal and external information input (stimuli factors) that induce 
motivation and action in the firm (attitudinal and psychological commitment) which is influenced 
by the firm’s resources level (firm and decision-maker attributes); a process moderated by 
preventive factors and behaviour (lateral rigidity).  
The Uppsala Model’s theoretical framework (Figure 1) builds on an assumption that firms 
internationalise through a series of incremental decisions that are framed through a link between 
‘state aspects’ and ‘change aspects’ (Johanson & Vahlne, 1977). This framework is underpinned 
by the early behavioural-based literature of Penrose (1959) and Cyert and March (1963) that 
highlights the sequential nature of a firm’s experiential learning in foreign commitment 
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decisions. The Uppsala model explains that firms internationalise in stages, and their increasing 
foreign involvement is the result of interplay between knowledge acquisition and market 
commitment (Johanson & Wiedersheim-Paul, 1975; Johanson & Vahlne, 1977). Lack of 
knowledge is perceived as a risk factor and this uncertainty is “reduced through incremental 
decision-making and learning about foreign markets and operations” (Johanson & Wiedersheim-
Paul, 1975: 306).  
 
Figure 1: Uppsala Model’s Theoretical Framework (Johanson & Vahlne, 1977) 
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Whilst recognising the significant contribution of the Uppsala Model, it does not describe 
the starting point of the internationalisation process. Welch (1977) argues that there is a need to 
backtrack on the process of international commitment in order to understand how an 
internationalisation orientation first originated within a firm.  In Tan et al. (2007), a pre-
internationalisation phase is proposed to provide a point of origin for the Uppsala theoretical 
framework. It describes a state that all firms experience prior to their initial foreign market 
commitment. Here, the internationalisation readiness construct is identified as the initial point of 
transition from which a firm first enters the internationalisation process described in the Uppsala 
theoretical framework; when a firm initiates its first export decision, it exits the pre-
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internationalisation phase; and, if it decides not to export, it remains within the pre-
internationalisation phase where the learning process continues.  
This is illustrated in a reframed Uppsala-based pre-internationalisation model (Figure 2). 
The concept of internationalisation readiness is relevant for all firm types regardless of whether 
the firm is a traditional firm or a born global firm, for example, as born global firms that 
internationalise quickly do not differ from traditional firms that take a gradual approach to 
internationalise because both firm types similarly experience a pre-internationalisation phase.  
The substantive difference - and that defining their early and rapid internationalisation - with 
born global firms, internationalisation readiness is achieved at a much faster pace and their pre-
internationalisation phase is much shorter in comparison . 
 
Figure 2: A Reframed Uppsala-Based Pre-Internationalisation Model (Tan et al., 2007)  
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3.  Defining the Relevant Constructs   
The earliest research literature that addresses the issue of pre-internationalisation can be found in 
a conceptual paper by Wiedersheim-Paul et al. (1975) where a pre-export model was first 
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proposed. This study complements the bulk of behavioural-based firm research and supports the 
Uppsala Model’s proposition that internationalisation is a complex process of organisational 
learning through which the acquisition of appropriate knowledge leads to an incremental foreign 
commitment (Johanson & Vahlne, 1977; Andersen, 1993; Lord & Ranft, 2000). Based on the 
concepts defined in this early literature, the pre-internationalisation phase model (Figure 2) 
consists of the following constructs.   
 
Exposure to Stimuli Wiedersheim-Paul et al.’s (1975) pre-export model identifies the 
importance of a decision-maker’s exposure to and recognition of relevant information through 
stimuli sources which act as “motives, incentives, triggering cues or attention evokers” 
(Leonidou, 1998:43). Export stimuli have been extensively discussed in the literature (Bilkey 
1978; Aaby & Slater, 1989; Caughey & Chetty, 1994; Evangelista, 1994) and these stimuli, both 
internal and external, impact on a firm’s initial international involvement as well as its 
subsequent development (Bilkey, 1978; Dichtl, Leibold, Koglmayr & Muller, 1984; Leonidou, 
1995; Morgan & Katsikeas, 1997).  
 
Attitudinal/Psychological Commitment How information presented through stimuli 
exposure is acted on by a firm depends on the attention and interest it is likely to induce on the 
decision-maker. Being exposed to a stimulus, an impulse is triggered to impact the decision-
maker. This impulse may or may not lead to further involvement but would instil in the decision-
maker some form of attitudinal or psychological commitment such that it compels attention to be 
shifted towards foreign opportunities through further information search or evaluation of 
alternatives regarding future firm strategies (Aharoni, 1966). This type of commitment is 
prevalent in the pre-internationalisation phase and it describes the decision-maker’s 
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psychological and attitudinal stake associated with motivation and involvement, which is 
distinguished from the more common interpretation of commitment as an organisation’s 
investment in resources (Gundlach, Achrol & Mentzer, 1995; Nieminen and Tornross, 1997).  
 
Firm Resources The Wiedersheim-Paul et al. (1975) pre-export framework also highlights 
a firm’s resource attributes as an essential factor in linking a firm’s learning process to its 
readiness to commit to a foreign market. The importance of a firm’s tangible and intangible 
resources in its long-term sustainable competitive advantage is well-discussed, particularly in the 
resource-based perspective (Wernerfelt, 1984; Andersen & Kheam, 1998). Tangible resources 
include a firm’s financial or human-related attributes (Hitt, Ireland & Hoskisson, 1999), product 
attributes such as features and quality (Khalili, 1991; Louter, Ouwerkerk & Bakker, 1991), 
investment in research and development (Reid, 1991), and technological attributes (Aaby & 
Slater, 1989).  
 
Lateral Rigidity Although the learning process during the pre-internationalisation phase is 
initiated through an exposure to export stimuli, which may be acted upon by a firm’s decision-
maker through attitudinal and psychological commitment as influenced by the firm’s resource 
attributes, this learning process does not always lead to a decision to commence exporting. 
Studies have shown exposure to stimuli factors alone to be insufficient as a cause of a firm’s 
future foreign market commitment (Olson & Wiedersheim-Paul, 1978; Dichtl et al, 1984). This is 
due to the presence of a moderating effect in the process which has been described in Luostarinen 
(1979) as lateral rigidity, a behavioural characteristics that cause inelasticity in decision-making.  
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 4.  Internationalisation Readiness Index (IRI) 
The purpose of this study is to build on the theoretical foundations of internationalisation 
readiness and to construct an appropriate index of readiness. This section describes the 
procedures used in the development of the index. 
 
The Internationalisation Readiness Survey  The first step in the index construction was 
to assess the pre-internationalisation experience of Australian SMEs through structured survey 
questions that relate to the constructs discussed above. This study involved a nationwide survey 
conducted through a questionnaire that was mailed to 4000 Australian SMEs, selected randomly 
from all industries. The sample consisted of both exporters and exporters in approximately equal 
numbers so as to incorporate experiences and views of both categories. The mailing list of 4000 
firms was purchased from a professional listing firm that specialises in sampling.  
 Survey respondents were asked to respond to a total of 142 items spread across the four 
major constructs: exposure to stimuli, attitudinal/psychological commitment, firm resources and 
lateral rigidity, using a 5 point Likert scale; 1 = strongly agree, 2 = disagree, 3 = neither agree nor 
disagree or undecided, 4 agree and 5 = strongly agree.  Under the ‘Exposure to Stimuli’ category, 
participants were asked, for example, how strongly they agreed that they would be stimulated by 
a range of stimuli factors (example sample item: “An unsolicited enquiry is received from 
abroad.”). Under the ‘Attitudinal/Psychological Commitment’ category, participants were asked 
how strongly they would respond to favourable export stimuli (example sample item: “After 
we’ve been exposed to a favourable export stimulus, we would try to seek more information from 
a local government agency.”). Under the ‘Firm Resources’ category, participants were asked how 
strongly they agree that the importance of various resource attributes would impact on a firm’s 
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initial export commencement (example sample item: “Firm has patents or trademarks for its 
technology.”).  And finally, under the ‘Lateral Rigidity’ category, participants were asked to 
consider the extent to which an initial decision to commence exporting could be prevented in the 
presence of a range of rigidity issues (example sample item: “We do not wish to expose ourselves 
to any form of uncertainties about things that may not work out right.”). The returned surveys 
were inspected for completeness and consistency and a total of 274 were useable, of which 182 
were from exporting firms and 92 were from non-exporting firms, representing a response rate of 
about 7%, well above the minimum recommended sample size of 100 for factor analysis (Hair, 
Anderson, Tatham & Black, 1998). 
 
Constructing the IRI: Considerations and Procedure       The proposed ‘internationalisation 
readiness’ latent construct is a multi-dimensional concept that is explained by the observed 
indicators: ‘exposure to stimuli’, ‘attitudinal/psychological commitment’, ‘firm resources’ and 
‘lateral rigidity’, as identified in the literature. The observed indicators have a causal rather than 
reflective relationship on the latent construct. This describes a formative relationship between the 
observed indicators and the latent construct, such that the latent construct is explained by a 
combined influence of the observed indicators, but the latent construct itself does not describe the 
properties of each individual observed indicator (Bollen & Lennox, 1991; Diamantopoulos & 
Winklhofer, 2001; Gray & Meister, 2004). In a formative relationship, an index is constructed to 
measure how a number of observed indicators determine the level of a latent construct through 
the generation of a composite score (DeVillis, 2003). Commonly cited similar indexes include 
the Human Development Index (HDI), a composite measure that assesses life expectancy, 
knowledge/education, and GDP/standard of living in a country (Ivanova, Arcelus & Srinivasan, 
1999), and the Kearney/Foreign Policy (KFP) Globalisation Index, a weighted-sum average of 
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economic integration, personal contact, technological connectivity and political engagement 
(Foreign Policy, 2001; 2004). 
 Factor analysis is one of the appropriate methods in the construction or analysis of 
composite measures (Nardo et al., 2005). The main objective of factor analysis is to explore the 
underlying dimensions within data by summarising information contained in a large number of 
items into a reduced number of representative factors (Zikmund, 2003). In this study, the use of 
factor analysis allows the 142 items to be reduced to a smaller number of factors. As the factor 
loadings show the importance of each item according to its factor dimension, these can be used as 
weights for the IRI.  
 A series of exploratory factor analyses was conducted using SPSS. In each analysis, only 
factors with an eigenvalue greater than 1 were extracted in accordance with standard guidelines 
in factor analysis (Black et al., 1998). Using varimax rotation, items with low loadings were 
dropped. Although statistical guidelines have identified a factor loading of 0.35 and above to be 
significant for a sample size of about 250 based on a 0.05 significance level (α), a power level of 
80%, and standard errors assumed to be twice those of conventional correlation coefficients 
(BMDP Statistical Software, Inc., 1992), this study adopted a stricter guideline and retained only 
items with factor loadings of 0.40 and above.  
 The items retained during the first factor analysis were subject to a subsequent factor 
analysis, and this process of factor extraction and item removal for re-factor analysis continued 
until the optimal set of factors were extracted with no lowly loaded items that could be further 
removed. The process began with factor analysis being conducted within each individual 
category of the observed indicators before a full factor analysis was conducted using the retained 
items for all categories. Through this procedure, a total of 14 factors (Table 1) were extracted 
using the scree test criterion where the maximum number of factors was extracted before the 
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scree plot demonstrated straightening (Cattell, 1966). The 14 factors extracted explain 52.9% of 
the total variance and retained 72 of the original 142 items (refer to Tables 2a to 2d) with factor 
loadings above 0.40.    
 
 
 
 
 
 
 
 
 
 
 
 
Table 1: Extracted Factors and their Alpha Values 
 
CATEGORY EXTRACTED FACTORS ALPHA (α)
Market Similarities & Advantages .874 
Growth & Profits Potential .864 
Limited Growth & Profits .883 
 
Exposure to Stimuli 
Risk Management .805 
Enquiry & Information Search .827 Attitudinal/Psychological 
Commitment Market Evaluation & Assessment .827 
Satisfaction, Complacency & Aversion to Changes .869 
Limited Knowledge & Experience .887 
Lateral Rigidity 
Limited Information Search & Recognition of Stimuli .859 
Investment in Technology, Research & Development .846 
Managerial & Employee Competence .790 
Network Membership and Ties .823 
Interstate Success .795 
 
Firm Resources 
Firm Reputation & Establishment .718 
 
 
The extracted factors, their relevant items and factor loadings were used as scales for the 
observed indicators in the IRI. Through SPSS computation, a conventional reliability analysis 
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was performed on the extracted factors. Under statistical guidelines, a Cronbach’s alpha (α) value 
of 0.70 and above shows internal consistency and reliability for a measurement scale (Peter, 
1979; Robinson, Shaver & Wrightsman, 1991). In this case, the extracted factors satisfy the 
criterion of reliability as measurement scales. All factors have an alpha value above 0.70, with 
the majority of the factors having an alpha value above 0.80. 
 
 The Appendix lists all the survey items retained following the series of factor 
analyses, under each of the relevant factors. Exposure to stimuli, attitudinal/psychological 
commitment and firm resources are treated as drivers of internationalisation readiness while those 
listed under the category of lateral rigidity are inhibitors. When utilised as scales in the IRI, the 
drivers have a positive impact while the inhibitors have a negative impact. The IRI is calculated 
as a composite measure made up of four categories of observed indicators, which are labelled as 
the ‘categorical scales’: Stimuli Scale (SS), Commitment Scale (CS), Resources Scale (RS) and 
Lateral Rigidity Scale (LS). Each of these ‘categorical scales’ is represented by a number of 
‘factor scales’ based on the extracted factors (Table 1). Each factor scale is weighted according to 
its percentage of variance explained against the total percentage of variance explained by all 
extracted factors. Each factor scale is in turn represented by a number of items (Appendix). Each 
item is weighted according to its factor loading. The IRI is assessed by a weighted average value 
of all the scales. 
 
Applying  the Internationalisation Readiness Index (IRI) This section applies the IRI to a 
selected number of cases within the sample to assess whether the IRI is able to distinguish 
between firms that are more internationally ready against firms that are less internationally ready. 
If the IRI is a sound measure of the internationalisation readiness construct, its analytical and 
predictive abilities should perform as intended. Also, the categorical scales in the IRI should also 
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offer analytical insights. To test the index, four cases were selected from the sample, each being a 
different firm type. These firms were assessed based on their scores attained for the Stimuli Scale 
(SS), Commitment Scale (CS), Resources Scale (RS), Lateral Rigidity Scale (LS) and their 
composite score for the Internationalisation Readiness Index (IRI).  
 Firm #1 is an exporting firm. It can be classified here for illustrative purposes as a born 
global firm as it has exported within two years of its inception. This firm derives 7% of its annual 
revenue from export sales and can be considered a reasonably successful exporter. Firm #2 is an 
exporter that has exported for five years. It is successful in its export operations and derives 7% 
of its annual revenue from export sales. Firm #3 is a non-exporting firm. Although not currently 
exporting, it used to be an exporter in the past but had discontinued its international business 
venturing due to financial reasons and the lack of profitability. Firm #4 is a non-exporting firm 
that has been successfully operating domestically for seven years. It is not interested in exporting 
and does not view exporting to be important for its business sustainability. The IRI assessments 
for these four firms are shown in Table 2. 
 
Table 2: Analysis of Four Sample Firms Using the IRI 
 
Firm 
No. 
Internationalisation 
Readiness Index 
(IRI) 
Stimuli 
Scale (SS) 
Commitment 
Scale (CS) 
Resources 
Scale (RS) 
Lateral 
Rigidity Scale 
(LS) 
1 2.459 1.983 3.056 2.214 2.418 
2 2,321 1.743 1.843 1.565 0.867 
3 1.872 1.536 0.839 1.070 0.956 
4 1.955 1.885 1.865 1.151 2.082 
 
 
As illustrated, Firms #1 and #2, both of which are exporters, achieve a higher IRI score 
compared with Firms #3 and #4 who are non-exporters. Apart from providing a composite 
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average score as an evaluation of internationalisation readiness, the IRI also allows the user to 
obtain a more complete analysis through its categorical scales’ assessments. For example, Firm 
#1 exhibits a much higher level of commitment in comparison with the other firms according to 
its CS score, which is a typical feature expected from a born global firm. Firm #3, which had 
previously withdrawn its export operations, has a much lower commitment based on its CS score. 
Firm #3 had stopped exporting due to financial reasons and this is reflected in its low resources 
score under RS. Firm #4 also has a low RS score.  
A closer examination of the item scores in the RS factor scale of this firm shows that it 
has limited access to business ties and networks. This could explain why it does not consider 
exporting to be important. Also, the high level of lateral rigidity shown in Firm #4 is consistent 
with its lack of interest in exporting. It is likely to be satisfied with its present business situation 
and has not reacted favourably to export stimuli. Both Firms #3 and #4 also have a lower SS 
score in comparison with Firms #1 and #2, meaning they have been exposed to fewer export 
stimuli.  An anomaly in this analysis is the high level of lateral rigidity in Firm #1 despite it being 
an exporter. This could possibly be explained by the fact that being a born global firm that has 
operated for two years only, the decision-makers in Firm #1 consider themselves as novices and 
lacking in experience. They view their international ventures as being risky and uncertain despite 
being profitable. However, despite the high LS score, Firm #1’s high level of commitment and 
exposure to stimuli seen in its CS and SS scores have offset the decision-makers’ uncertainties.     
 
The IRI: Potential Applications The increasing scholarly and practitioner interest in foreign 
market opportunities and business activities across borders in recent decades point to the 
importance of the IRI as a practical tool for both exporting as well as non-exporting SMEs. For a 
non-exporter, the IRI presents an opportunity for the firm to better understand its level of 
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preparedness for possible international commitment through an evaluation of its pre-
internationalisation phase. For exporting firms, the IRI could be used as a tool for understanding 
its strengths and weaknesses as an exporter in order that it be more conscious of its export 
operations. The multi-item scales in the IRI also allow both exporters and non-exporters to 
identify potential problem areas that deserve greater attention.  
 In addition, the IRI has major public policy implications for governments. It could be 
used by export promotion agencies to assist in evaluating the internationalisation readiness of 
local firms before committing program assistance. The two specific firm types that would benefit 
most from the IRI are firms that have already achieved internationalisation readiness but have yet 
to commence export operations (as these firms have missed out on opportunities as potential 
exporters) and, firms that have already started exporting to a foreign market despite a relatively 
low level of internationalisation readiness. These firms should exercise extreme caution because 
they risk a greater chance of failure in export operations due to their low readiness. 
 
5.  Conclusion 
This study contributes to firm internationalisation understanding in two important ways. It 
improves the theoretical foundations established in traditional stages theories of firm 
internationalisation by identifying internationalisation readiness as the transition point between a 
firm’s pre-internationalisation learning phase and its first international commitment through an 
export venture. Secondly, through a nationwide survey performed in Australia, using factor 
analysis, an internationalisation readiness was constructed and tested against a small sample to 
establish its validity as an analytical tool. Subsequent results suggest that the IRI presents a 
meaningful interpretation and has potential practical implications as an assessment tool for both 
firms and governments. Some limitations and directions for future research follow. 
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 It should be noted that the sample size used in this study, although appropriate, is smaller 
in comparison with those used to compute other composite indexes. This is due to the limited 
resources available for a more extensive study. Also, only Australian firms were included in the 
sample which could raise the issue of generalisability of the IRI to other contexts. Future research 
should consider a larger sample and perhaps also a cross-national replication of the study. Next, 
the index construction procedure used in this study relies solely on exploratory factor analysis. 
Future research could also apply confirmatory factor analysis to verify the dimensional structure 
proposed in this study through an assessment of model fit using LISREL. And finally, as the sole 
aim of this paper is to highlight the construction procedure of the IRI and its possible 
applications, the analysis only chose to test a small sample to illustrate the usefulness of the IRI 
and its importance as an analytical tool. Future research should consider reviewing all the survey 
questionnaires to identify those firms that can be treated as ‘benchmarks’. Utilising these 
benchmark firms within the sample, a threshold might be established against the IRI scores to 
improve its explanatory power. For example, all successful exporters from the sample could be 
assessed through the IRI in order to determine an acceptable range of IRI composite score to 
classify a firm as being internationally ready.  
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APPENDIX 
 
 
Items Retained under ‘Exposure to Stimuli’ 
 
Factors Items Factor 
Loadings
S30. Similar culture with a potential export market .728 
S31. Similar language with a potential export market .752 
S32. Stable currency exchange rate with a potential export market .796 
S33. Currency exchange rate is in our favour when we export to a market .602 
S34. Legal system works in a potential export market .734 
 
 
Market 
Similarities & 
Advantages 
S35. Transactions will be honoured in a potential export market .614 
S05. Competitive advantages that could be leveraged .494 
S06. We have a unique product that could be attractive in a foreign market .558 
S07. Economies of scale can be achieved .521 
S08. Extra sales and profits can be gained .791 
S09. Corporate growth can be achieved  .787 
 
 
Growth & 
Profits 
Potential 
S10. Our business can be expanded .712 
S14. Domestic market is stagnating .853 
S15. The local market is shrinking .903 
Limited 
Growth & 
Profits S16. Sales and profits are declining .688 
S11. The sales of a seasonal product can be offset .651 
S12. Excess capacity can be utilised more efficiently .728 
 
Risk 
Management S13. Risks can be more evenly spread .700 
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Items Retained under ‘Attitudinal/Psychological Commitment’ 
 
Factors Items Factor 
Loadings
C05. We would try to seek opinion from managers with international 
experience 
.593 
C06. We would try to seek more relevant information from internal firm 
sources 
.657 
C07. We would try to seek more information from a network firm .677 
C08. We would try to seek more information from a local government agency .572 
C09. We would try to seek more information through our local suppliers 
and/or distributors 
.649 
C10. We would try to seek more information by contacting suppliers and/or 
distributors from the potential export market 
.545 
 
 
Enquiry & 
Information 
Search 
C22. We would request assistance and support from a firm in our network .567 
C13. We would formally delegate an employee or a group of employees to do 
an extensive research on the potential market 
.507 
C14. We would evaluate the benefits and risks relating to potential export 
market(s) 
.775 
C15. We would make an assessment of our own resource capabilities .724 
C16. We would evaluate the advantages and disadvantages of exporting 
against our organisational goals 
.646 
 
 
 
Market 
Evaluation 
& 
Assessment 
C18. We would evaluate the possible risks to our firm in commencing export 
operations  
.589 
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Items Retained under ‘Firm Resources’ 
Factors Items Factor 
Loadings
R27. Firm uses innovative technology in manufacturing .652 
R32. Firm invests heavily in research and development .636 
R33. Firm invests heavily in marketing .600 
R34. Firm has advance engineering and technical systems .786 
R35. Firm uses high-tech production techniques .779 
R36. Firm has patents or trademarks for its technology .543 
 
 
Investment in 
Technology, 
Research & 
Development 
R39. Firm invests heavily in marketing intelligence information system .564 
R12. Firm has key decision-makers who are competent and proactive .651 
R13. Firm has key decision-makers who are internationally-oriented .566 
R14. Firm has key decision-makers who are profit-oriented .761 
R15. Firm has key decision-makers who are growth-oriented .779 
 
 
 
Managerial & 
Employee 
Competence R16. Firm has key decision-makers who have high level of risk tolerance .569 
R41. Firm is a member of a network with exporting firms .771 
R42. Firm has access to a network with exporting firms .872 
R43. Firm has business ties with other firms that are exporting .702 
 
 
Network 
Membership 
& Ties 
R44. Firm has local supply/distribution networks that are well-established .418 
R04. Firm has many branches in the home country .520 
R21. Firm is established interstate .807 
 
Interstate 
Success R22. Firm’s interstate sales have been successful .835 
R01. Firm has a reputation in the domestic market .616 
R02. Firm is well-established and has been operating for many years .599 
R38. Firm’s local customer service networks are well-established .572 
 
Firm 
Reputation & 
Establishment R40. Firm has at least 5% to 10% local market share .524 
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Items Retained under ‘Lateral Rigidity’ 
 
Factors Items Factor 
Loadings
L18. We are happy with the way things are .727 
L19. We are satisfied with our sales and profits .801 
L20. We do not see the need to change our operations method .832 
L21. We do not see the need to do more than what has already been done .797 
L25. The nature of our business is such that problem-solving alternatives are 
limited to those that we are already familiar with 
.424 
 
 
Satisfaction, 
Complacency 
& Aversion to 
Changes 
L27. We hate changes .507 
L30. We lack the appropriate knowledge to be involved in export activities .876 
L31. We lack the appropriate experience to be involved in export activities .870 
L32. We lack managers who are familiar with international markets and 
how they work 
.746 
L33. There is always a certain level of risk when we get involved in a 
foreign market as we have not done business there before 
.577 
 
 
 
 
Limited 
Knowledge & 
Experience L34. We have never been involved in exporting, so it might be costly for us 
to prepare ourselves for export operations 
.538 
L01. We are geographically distant and isolated .465 
L02. We are too preoccupied with the domestic market .731 
L03. We do not really pay attention to export stimuli .759 
L04. We have not been aware of any favourable export stimuli .593 
L06. We have difficulty accessing information on exporting .499 
L10. We have not really bothered with information search .506 
L12. All our resources are already committed to domestic use, so we can’t 
react to any favourable stimuli factors 
.521 
 
 
Limited 
Information 
Search and 
Perception of 
Stimuli 
L13. I do not think we have the necessary resources to take advantage of 
any favourable export stimuli 
.586 
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